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Pollution Abatement and Control
Expenditures, 1972-80

REAL spending for pollution abate-
ment and control (PAC) showed
almost no change in 1880, compared
with a l-percent increase in 1979 and
a 5-percent average annual rate of in-
crease during 1972-T9 (chart 5). Ae-
cording to the PAC fixed-weighted
price index, prices for goods and serv-
ices increased 13 percent in 1980,
more than in any year since 1974,

This article discusses real PAC
spending and prices in 1980 and eval-
uates the limited data available for
1981. It also presents revised esti-
mates of PAC spending for 1972-73,
and discusses trends in real spending
since 1972

PAC expenditures are for the re-
duction of pollutant emissions and the
collection and disposal of solid wastes
by means acceptable to Federal,
State, and local authorities. PAC ex-
penditures congist of those for pollu-
tion abatement (PA), which reduce
pollutant emissions directly, plus ex-
penditures for regulation and moni-
toring and for research and develop-
ment, which lead indirectly to the re-
duetion of emissions. Expenditures for
other aspects of environmental con-
trol, such as expenditures for natural
resource conservation or protection of
endangered species, are excluded. Pol-
lutants are defined as substances and
other emissions (e.g., noisel that de-
grade the quality of air or water
shared by all.

Real PAC spending in 1980—In
sharp contrast to the increase in each
of the previous 9 years for which esti-
mates are available, real spending for
PAC showed almost no change in
1980. Air PAC spending increased 7
percent, to $11.2 billion, and solid
waste PAC spending increased 1 per-

&0

cent, to $4.5 billion. Water PAC
spending fell to $10.9 billion, a T-per-
cent decrease.

Most of the $0.8 billion increase in
air PAC spending was for purchases
of motor vehicle emission abatement
devices. This change in purchases of
abatement devices is shown in table 1
as increases in personal consumption
expenditures for durables and in busi-
ness expenditures on capital account;
it appears in table 2 under business
capital aceount, and in table 6 under
mobile sources. Although unit sales of
motor vehicles decreased, relatively
expensive improvements in abate-
ment devices caused a near-record in-
crease in spending for them. The im-
provements were in both catalytic
and noncatalytic devices on 1980
model year cars and light-duty trucks.
Even more expensive improvements,
including the addition of computer-
like electronic eguipment that regu-
lates engine operation, were made on
many 1981 model year cars, which
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were sold in the fourth quarter of
1980,

The remaining increase in air PAC
spending was for industrial plant and |
equipment and spending by business
on current account. The only signifi-
cant decrease in air PAC spending
was in personal consumption expendi-
tures for nondurables (operation of
emission abatement devices on motor
vehicles),

Most of the increase in solid waste
PAC was in current-account expendi-
tures (labor, materials, and services).®
Small increases in spending for capi-
tal and for regulation and monitoring
were more than offset by a decrease
in State and local government spend-
ing for solid waste collection and dis-

posal.

Of the $0.8 billion decrease in water
PAC spending, one-half was in con-
struction of public sewer systems.
This change in spending for sewer
construction is shown as a decrease in '
government enterprise fixed capital
in table 1, is shown separately in
table 2, and is shown in table 7 as '
part of spending for public sewer sys-,
tems and private connectors. This de-
crease occurred despite a 1979 in- .
crease in Federal funding (table 4).
State and local long-term borrowing
for public sewer systems decreased in

1. Catalytic devices use noble metal (e.g., rhodium
catalysts to decrease corbon monoxide and hydrocar-
bon emissions; advanced devices also decrease niteo: |
gen oxide emissions.

2 Solid waste PAC, ie., the collection and disposal
of solid waste by sccepiable means, = comtvasted in
table & with related solid waste series. For further dis
cussion, see Gary L. Ruthledge and Susan L. Tres
vathan, "Pollution Abatement and Control Expendi-
tures, 1972-76" Sunvey or Cureent Busivess 6l
(March 19810 27,
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* 1978 and decreased sharply in 1979,
the result of persistently high interest
rates.

More than one-hslf of the remain-

Jing detrease in water PAC spending
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was to install private septic systems
and connectors to public sewers {resi-
dential systema), shown in table 2.
This change in residential system
spending reflects the decrsase in resi-
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dential construction activity in 1980.
The remsainder of the decrease was in
industrial plant =&nd equipment
apending for PA snd spending on cur-
rent account to operate PA plant and
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equipment. The only significant in-
creases in water PAC spending were
current-acconnd spending by govern-
ment enterprises and apending for
regulation and mcoitoring; together
these increased almost $0.1 hillion.
Prices in 1380 —Pricen of PAC
goods and services, according to bath
the chain and fized-weighted price in-
dexes, increased 18.5 percent in 1980,
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commpared with 12.8 percent in 1979
(table 3). The accelaration of price
change in 1980 was general, ie,
across most goids and services pur.
chased for PAC.

Both the chain and fixed-weighted
indexes are measures of pure price
change in that they do not allow the
compogition of purchases to change

Fobroary 1952,

price movement. The chain index is
beged on the somposition of PAC pur.
chases in the immediately preceding
yaar end the fized-weighted index im
based on their composition in 1972,  _
Prices of air PAC goods and serv-
ices increased asubstantially more .
than those for other types of PAC in
1980, reflecting a relatively high con-

and possibly obscure the effect of coniration of energy purchases in air

[
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* PAC. The largest increase was in air
PAC prices of nondurables, which in-
¢lude gascline. Prices of all other

. epnergy goods and gervices continued
to incremss at high rvates in 1980;

“prices of PAC goods other than

., energy-accelerated moderately.

The implicit price deflator for PAC
increased 13.1 perceat in 1080, com-
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pared with 129 percent in 1979, It
measures the average price of PAC
purchases in each year and changea
in it reflect not only changes in prices
but alse shifts in the composition of
purchases from yesr to year.

Beal PAC spending in 1987.—The
limited information available as of
January indicates that the level of

afd Conatarnd Dodlars asd Sefecied Impliclt Price Deflators '—Continued

53

real spending, and slse the pattern of
component changes, in 188l were
about the same as in 1980. A large in-
erease in air PAC epending in 19381
once again offset a large decrease in
water PAC, The increase was mainly
for the purchase of the ezpensive im-
provements in motor vehicle emisaion
abatement devices on model year 1981
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Table 2.—Business and Government Expendidures for Afr and Water Polution Abatewsnt tn Currend and Constast Dollars and Selected Impliclt -+
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* pussenger cars and light-duty trucks,
. plthough business private purchases
on current account also increased.
* The large decremss in water PAC re-
sulted lergely from the continued de-
¢line in construction of public sewey
« systemns. Business spending on capital
gpecount for water decreased for the
third consecutive year. Solid waste
collection and disposal spending in-
creased, but was largely offset by a2
mdecrease in “other and unallocated”
spending.

' Revisions in real spmdmg, 1978~
78.—The PAC spending series i= re-
vised annually to incorporate im-
provements in methods and, less fre-
squentiy, in sources. This year's revi-
gions are upward and average about 1

+
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percent of total PAC spending (table
0). They are largely due to the sub-
stantial improvement in estimates of
the net stocks of induatrial plant and
squipment for air and water PA.
These estimates, to be published gsepa.
rately by BEA later thiz year, have
been used to reestimate air and water
PA spending on current mccount by
“other nonmanufacturing” (table 2).0
The most significant of several other
improvments i3 the incorporation of
revised estimatea of plant and equip-

2. Thia PA spending b asumed to hava tha eame re-
Ietionwhip to the "oiher nonmanufaoiring” nel sock
of plent and equipnnl for gir end water PA 59 man-
ulacturing air end waier PA spending oo ¢orrent sae-
coumt hes Lo the manufecturiog stock of simllar plaotk
and equipment.

a5

ment expenditures for air and water
PA,t

Real PAC spending during 1972-
50 —Almost =ll components of real
PAC spending axhibit a lower growth
rate for 1975-80 than for 1972-75.
Total PAC spending grew at an aver-
age ennual rete of & percent during
1972-76 and at a rate of 8 percent
during 1975-80. Consumer spending
for durables grew at a 3b6.percent
anantal rate during 1972-75 and at a
14-percent rate during 1§76-80. The

4. Proliminary revisd Ggursd for new plant and
aquipment gxpanditorey for air and water FA wars In-
corporated o the previows srticls on PAC sxpendi-
tured m March 1851, Final satimates, st published
in Juna 1981, ara incaporated in the pressnt article

Table 2—Perrent Change From Preceding Year in Pollutlon Abatetsent and Control Expenditurés (Total and Seberted Compaienta) in Corrent snd
Comntant Dallers, Implicit Price Defators, aml Price Indexes
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Tabie 5.—Eavigiong af Constant-Dodlar Spend.
g for Pollution Abatemept and Controd,
197279

(Millpme of conmtunt {1473 dolfarm]

Total pollotion abatement

nmd montrol

Year Privi-

omly | Kol | gy

e |
':m 18,230 B:I‘; 1B
i ml v Em
bEsH 257 B3T [ l0H
1678 [N 11 ] AM | ZEAM

declining rate was due to the amaller
increases in the averape expenditures
per vehicle for emiesion ahatement
devices in the later period, except in
1530, Spending by consumers for non-
durables grew at an average annual
rate of 10 percent during 1972-75 and
foll at an average rate of & percent
during 1975-80. The fall was due to
decreases in engine msintenance tosts
and increases in the efficiency of fuel
use following the introduction of cata-
lytic emission abatement devices in
1974.

Businass spending on captial ac-
count grew at an annual rate of T per-
cent during 1972-75 and at a rate of
less than 1 percent during 1875-80.
The largest component of business
capital spending, industrial plant ensd
equipment for air and water PA, actu-
ally decressed at an average annual
rate of 8 percent in the later pericd,
compared with average increases of

1. Constant-dwlbar astimmben oo dirived wring Sodiatunst of price chalge of gieds and services
ey by State wnd botal poverammants for pollwtlen sbatermant snd conkrad,

\Y
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durimy 1972-54,

3 l:'.ﬂl'l@l.l f‘ﬂhdif_lc Towr (ol rupitil of grurenment snlsrpragy

4. Commly of gpanding o oparole geeernmant aute
11 percent for air PA and 10 percent
for water PA during 1972-75. _
Government spending for PA
showed almost no change between
1975 and 1980 after incressing at en
average annnal rate of 8 percent
during 1972-75. Spending for regula-
tion and monitoring (REM), all by
government, increased at an average
annual rate of 12 percent during
1972-75 and 7 percent during 1975-
f0—following the trend for total PAC
spending. Research and development
(RED) spending by government and
industry ran gounter to the general

wid all
mequdrn Wi aparaba pov s-uetnt polltin sholamand elitey ars pat o

mach oa the Tannesste Valley Authocly.
g by Eorernmmt; ssparais date on spanedicg b
[N .

trend. It grew at am average annual’
rate of 1 percent during 1%72-T5 and .
3 percent during 1975-80.

Three edditional exceptions io the
genersl trend were business spending
for solid waste capital, ¢apital spand-
ing for reasidential systems, and busi-i
ness spending on current account.
Businesa epending for solid waste cap-
ital was almogt unchanged during
1972-75 and incrensed at an average
annnal rate of 5 percant during 1%¥75-
80. The increase in the later period
was probably due to increasing con-’
cern over hazardous wasies and the
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passage of the Rescurce Conmervation
‘and Recovery Act of 1976. Spending
_for residemtial systems decreased at
an average annual rate of 14 percent
sduring 1972-75 and increased at a
rate of 1 perceat during 1975-80. This
15 a volatile component of PAC spend-
JAng and Huctuates with residential
conatruction activity, Buginess spend-
ing on curvent arcount grew at a rate
of b percent during 1972-75 and § per-
“cent during 1975-80. Current-account
gpending increasas reflact the oper-
ation of a growing capital atocle.
* The composition of PAC spending
by type {e.g., air PAC), function ie.g..
R&M), and sector shifted during the
: 197280 period. Air PAC increased as
& percent of total PAC (from 34 per-
‘cent in 1972, to 88 percent in 15975,
and to 40 percent in 198)), and water
PAC decreased (from 45 percent, to 43
Yercent, and to 3% percent). Solid
. waste PAC fluctuated moderately (18
percent, 15 percent, and 16 percent).
By function, the composition of FAC
spending has not changed much: PA
gpending continues to account for the
largeat portion of PAC (about 94 per-
cent) and composition shifts between
-R&M and R&D wers amall. By sactor,
the majority of PAC expenditures
*continne te be made by business (64
gevcent im 1972, 60 percent in 1975,
and 6212 percent in 1980). Covern-
Janent spending firet increased (from
.28 percent to 20 percent in 1975) and
then decressed (o 25% percent),
alargely reflecting variations in spend-
g for public sewer systems. Personal
* tonsumption spending incressed (from
8 Pf}ment, ta 11 percent, to 12 per-
cent).

1
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